CITY OF SAN JOSE, CALIFORNIA

B00 N, Firsd Streed = San Joas, Calitarnla 85112 « Tel: (808) 277-4801
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November 1, 2001

Honorable Members of the City Council
801 North First Sireet, Room 600
San Jesz, CA 95110

Attached is the independent suditor's report that representatives of the National
Association of Local Government Audiors (NALGA) prepared in October 2001, Our
comments in response to the ausdit report are also included. Jim Williamson, Assistant
City Auditor from the Oklahoma City, Oklahoma, Internal Audit Office and a member

of the audit team, will present this repart 1o the Finance and Instrastructure Commitiee
at i1s November 14, 2001 meeeting,

Should you have any questions, please contact me at extension 4601
Respecifully submbined,

Gerald A. Silva
City Awditor
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Oetaber 18, 2001

Homorable Mayor and Members of the City Council
801 Morth First Street, Roam 600
San Jose, Califormia 95110

WE_MﬂmWMemWﬁwmlmnfhﬂmeﬂfﬁuufﬁttﬂy Auditor for
audits issued during the period July 1, 1999 through Jume 30, 2001. In conducting our review, we
pwmmmmmﬂmmnﬁmamwnmmmm
in May 1995, by the National Association of Local Government Auditors,
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mply adberence in most situations,

We have concluded from our review tha! your system of internal quality control was suitabl

_ . . v designed
md_;mmnﬂndnmnmhl:mmmu applicable government auditing standands were followed in ihe
qdnnuﬁigﬁt‘lul"c have also concluded from the sample of audits tested that the quality controls were
wuorking bively and dot audits were conducted in conformance with licable standards during

It i our opinion, therefore, that the San Jose Office of the Citvy Anditor was in leance with
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Govemnment Auditing Standards during the period July 1, 1999 through Jume 30, 2001,  We lave
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by controls,

Harret Richardson

CPA, CIA

Principal Management Auditar
Eing County, WA

Membar Services, 2401 Regency Road, Sute 303, Lexingion, KY 40503
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Cretober 18, 2001

Mr. Gerald A, Silva, City Awdiior
Difice of the City Auditor

B0 Morth First Street

San Jose, CA 95110

Deear Mr, Silva:

\IJ-’: have completed an external quality contrel review of the San Jose Office of the City Auditor
-!f “the Office™) for audiis issued during the period July 1, 1999 through June 30, 2001, We have
1ssued & report stating our opinion that the Office was in compliance with Government Auditing
Standards. We suggest that this letter be read in conjunction with OUr opinion report.

The following are areas in which your office excels:

® Encouraging the professional expertise of management and staff

= Umng innovative methods to commumicate interim audit findings for timely management
BCiNOn,

¥ Developing a strong internal control process ensuring audit quality,

# Innovative risk-based planning to ensure comprehensive auditing of important subject matter.

# Thoroughly following-up on significant findings included in all audit reporis.

While we found that the Office excelled in several areas, there are two minor areas in which we
offer the ’Ifcﬂ]wwlng commenls and suggestions for improving your operations and better
demonstrating your compliance with Government Aunditing Standands,

INDEPENDENCE

Government Auditing Standard 3.11 requires the audit organization and the individual auditors
o be free from personal and external impairments to independence, and to maintsin an
independent attitsde and appearance in all matters relating to the audit work. To meet this
standard, the Office has established a policy that anditors will not be assigned to an audit where
AN impairment exisis, unless the assignment is unavoidable and a justification is provided. The

Member Servioes, 2407 Regency Road, Sulle 302 Lawnglon, KY 40503
Fhono: BSIZTE-DESA Fax A5U7TE-D507 emal: nomsginasact ong website: wway. nalga org



Mr. Gerald A. Silva, City Auditor
Oictober 18, 2001

Page 2

Office implements this palicy by requiring each staff anditor assigned to a0 andit to complete g
Stalf Advisement Sheet advising the City Auditor of any personal impairments associated with
the project. We believe that the Office iz in compliance with the Government Auditing
Standards, However, procedures could be strengthened by also requiring all supervisory and
quality control review staff to sign Stafl Advisement Shests,

CONTINUING EDUCATION REQUIREMENTS

UGovernment Anditing Standard 3.6 requires that each auditor responsible for planning, directing,
nmdmﬁng.nrrqmrﬁ.ugnqudiummphu.wn}-mmnmiujmmnfﬂﬂhnmnr
continuing education and training which contribistes fo the auditor's professional proficiency. At
Imt24ufﬂ1=Eﬁhumabmﬂdhedlmcﬂyulmdmmcmmtmﬂmmmnudm
povernment auditing. The audit stafl in the Office met this requirement; however, our review of
the Office’s continuing education and training files identified the following areas that could be
strengthened to ensure that this requirement continues to be met:

¥ Ensure that supporting documentation is included in the files,

# Ensure that staff are familiar with the publication, “Interpretation of Continuing Education
and Training Requirements.”

We appreciate the courtesy and coaperation provided by your staff during our review,

A lelﬂ" %‘u{#/ . ﬂ”ﬂdii {E:',:!]Mim?[
Jim L. Williameon I e W, Griggs Harriet Richasdzan

CPRA, CIA, CGAP CPA, CFE, CGFM CPA, CIA

Assigtant City Audilsr City Awditor Principal Management Auditor
Oklahoma Crry, 0K Virginia Beach, VA Eing Caunty, WA
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Cctober 18, 2001

Mr. Jim Williamsan, Assistant City Auditor
Office of the City Auditor

Oklahoma City, Oklahoms

200 M. Walker, Room 212

Oklahoma City, OK 73102

Dear Mr, Willamson:

The Office of the City Auditor submits the following comments in response (o the audit
of its operations:

1 am pleased that the independent auditors did not find any significant weaknesses in the
Office of the City Auditor's (Office) internal guality control system. The auditors stated
that our system of internal control provided reasonable assurance of complisnce with
Generally Accepted Government Auditing Standards (GAGAS) and met the objectives of
the Mational Associstion of Local Government Auditors quality control guidelines during
the period audited.

1 am also extremely gratified that in the management better the auditors noted the
following areas in which the Office excels:

¥ Encournging the professional expertise of management and staff.

¥ Using innovative methods t communicate imterim audit findings for timely
manggement action.

¥ Developing a strong internal control process ensuring awdit quality

¥ Innovative risk-based planning 1o ensure comprehensive sudits of important
subject matter

¥ Thoroughly following up on significant audit findings included in all andit
reparts



Br. Jim Williamsos
Chciober 18, 2001
Fage 2

The audin team's tmanagemens better also included two supgestions o improve the
Cefflce's oporsibons and better demonsirate compliance with GAGAS. We cancur with
those sugpestions and will fake steps immedistely 1o implement them

The City Auditor's Dffice is committed to continupusly improving and refining its awedi
processes. As such, we welcome the audit t=am’s review and suggestions, We believe
that the audit team’s insights and perspectives will be helpful in improvieg the work of
the City Auditor's Office, We also wish to thank the nudit tzam, Joanne Griggs, Harriet
Bichardson, ard you for the professionalizm, openness, ard courtey displayed during
this sudit,

Simcerely,
(ol
Cernld A, Silva
City Musdivor
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